S2 


52 


ILLINOIS BUSINESS REVIEW 


A MONTHLY SUMMARY OF BUSINESS CONDITIONS FOR ILLINOIS 


PUBLISHED BY,... 
BUREAU OF ECONOMIC AN®D BUSINESS RESEARCH 
COLLEGE OF COMMERCE - 0 


LLINOIS 


Avucust, 1952 AUG ~ 1952 Numser 8 


HIGHLIGHTS OF BUSINESS 


The effect of the steel strike began to spread through 
the economy in July with plants slowing operations or 
shutting down altogether as materials supplies began to 
run out. Railroad carloadings were down to the lowest 
level since 1935. The automobile industry was one of those 
hardest hit, with auto production in one week in July 
dropping to the lowest point since early 1946, when the 
General Motors strike occurred. The rubber. industry was 
also affected as tire output was curtailed because of the 
lack of new cars. Although the strike ended toward the 
end of the month, full resumption of steel production was 
not expected until late in August. 


Wholesale Prices Stable 

Wholesale prices registered but slight change during 
July, the Bureau of Labor Statistics comprehensive 
wholesale price index hovering around the July 1 level of 
110.7 percent of the 1947-49 average. 

In a sweeping action retroactive to July 1, the Office 
of Price Stabilization removed price controls from 90 
percent of fruit and vegetable products; this includes all 
frozen vegetables, fresh fruits, canned and frozen citrus 
juices, and fruits and concentrates. The action is essen- 
tially a formality in view of the fact that Congress had 
called for decontrol of processed fruits and vegetables in 
passing the new Defense Production Act. In taking this 
action, the OPS predicted that consumers would soon 
be paying higher prices for many of the decontrolled 
oods. 


Department Store Sales Lag 

Department store sales, which had been running con- 
sistently higher this June than during June of last year 
sagged again during July; the Federal Reserve index of 
department store sales dropped to 


automobiles were reported doing very well, and even 
apparel sales had picked up in many cities. 


Corporate Dividend Payments Rise 

The average shareholder in American corporations 
received 5 percent more in cash dividends during the first 
half of this year than during the first six months of 1951. 
Total cash dividend payments in the recent period 
amounted to $3.8 billion, based on a United States De- 
partment of Commerce compilation of dividends paid by 
corporations making public reports; this includes about 
two-thirds of all corporations in the nation. Dividend 
payments of nonmanufacturing firms rose 6 percent as 
compared with a 5 percent increase in the dividend pay- 
ments of manufacturing firms. 

In June alone, cash dividend payments amounted to 
$1.2 billion, a 4 percent jump over the figure for last 
June. Dividend increases were greatest in gas utilities, 
up 16 percent; oil refining, up 11 percent; and mining 
and railroads, up 10 percent. Dividend payments in the 
transportation equipment and automobile industries 
registered slight declines. 


Cattle Supply Picture Bright 


The nation’s families should be having plenty of beef — 


with their meals for many months to come. More beef 
cattle were on feed for market in the 11 Corn Belt states 
as of July 1 than in any postwar year at the same date. 
Approximately half of the cattle slaughtered are fattened 
in this area. Cattle feeders in the three most important 
feeding states — Illinois, Iowa, and Nebraska —are re- 
ported to be planning to market 71 percent of their cattle 

now on feed within the next three months. 
Additional factors were also present to brighten the 
meat outlook. Nation-wide cold stor- 


about 80 percent of the 1947-49 av- 
erage during the first two weeks of 
the month. There was good reason 
to believe, however, that the decline 
from last July was only temporary, 
being attributed in large measure to 
the political conventions and to the 
fact that July of last year witnessed 
a considerable number of sales and 
special promotions. Despite the 
slowdown, sales of appliances and 


Because of the annual vacation of 
the University Print Shop this is- 
sue of the Review is reduced in 
size. It omits the usual statistical 
data, which are generally not yet 
available. We shall be glad to send 
copies of the missing tables to any- 
one requesting them. The next is- 
sue will contain the usual 12 pages. 


age holdings of beef on June 30 
were more than a billion pounds, 
double those of a year ago. Total 
pork holdings, though down in June, 
nevertheless stood at the highest 
point for that date since 1944, At 
the same time, the number of cattle 
on the hoof is still rising and may 
reach 93 million by January 1, 1953; 
this would represent a 13 percent 
increase over a two-year period. 
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Monetary Policy and Control 


Just prior to adjournment, when Congress was trying 
to clear the calendar in order to be free for the conven- 
tions, the Credit Control Subcommittee of the Joint 
Committee on the Economic Report released a report on 
Monetary Policy and the Management of the Public Debt. 
Among its recommendations was one for extension of 
selective controls over consumer and housing credit. 

The Congress did not include these powers in the bill 
extending controls through next April —in effect going 
along with the dissenting views of the Chairman, Repre- 
sentative Patman (D., Tex.). Was this, as might seem on 
the surface, a repudiation of the Committee’s recommen- 
dation? Did it express a judgment that credit controls 
were lacking in merit as compared with other controls? 


Inconsistencies in Control Policy 


The fact is that it had none of the significance that 
such questions might imply. The complete termination of 
credit controls reflects the deflation fears that were 
prevalent in the early part of the year more than any 
change in attitude toward the controls themselves. 

Congressional action underwent a basic change in 
direction during the spring months. For a while every 
action taken —by the Administration as well as by the 
Congress — was seemingly in contemplation of peace and 
deflation. Expenditure ceilings were proposed as a means 
of limiting military programs; price controls were re- 
laxed here and there; restrictions on consumer credit 
were removed and restrictions on housing credit were 
eased; Social Security benefits were liberalized; and large 
wage increases were recommended. 

Then, at the end, partly as a result of new develop- 
ments, there was a shift toward the opposite extremes. 
The economy drive failed to carry through; military ap- 
propriations were ample to carry a somewhat expanded 
program through the new fiscal year; and price and wage 
controls were extended. That credit controls were not 
included signifies nothing more than the fact that in the 
press to get off to the political campaigns this apparent 
inconsistency was never ironed out. 

The attitude prevailing during the spring months is 
reflected in the report of the Credit Control Subcom- 
mittee. It approved abandonment of the voluntary credit 
restraint program, which was supposed to govern busi- 
ness loans, in these terms, “Programs of this character 


are easily subject to abuse ... and are unlikely to be 
uniform in their distribution of burden. . . . We believe 
that such programs should be resorted to only under 
extraordinary conditions.” 

The Committee expressed its faith “that general 
monetary, credit, and fiscal policies should be the Goy- 
ernment’s primary and principal means of promoting the 
ends of price stability and high level employment. . , ” 
But in the same paragraph it recommends the continua- 
tion of price, wage, and allocations controls as well as 
selective credit controls. Senator Douglas (D., Ill) 
pointed out that such a recommendation in effect negated 
the statement of principle. He feels that the Committee 
is forced to advocate direct controls because it denies 
the short-run effectiveness of monetary policy. 


Conflicting Views on Monetary Policy 

The conflict in views extends to what monetary policy 
should do as well as to what it can do. The importance 
of this question is stressed by Senator Douglas when he 
says, “ ... If we do not know what kind of monetary 
policy we want, then we had better simply abolish the 
instruments of monetary policy, for they are entirely too 
dangerous to be used for ill-considered purposes.” 

But perhaps the Senator is merely trying to emphasize 
the importance of monetary measures at this point; for 
he leaves no doubt that he strongly advocates their use 
and feels that he knows how they should be used. He even 
goes so far as to propose a “mandate” for the Federal 
Reserve Board. His description of the norm of monetary 
action remains, however, rather vague and general. He 
wants it used simply “as a counterweight to cyclical eco- 
nomic fluctuations.” 

With the general outline of such a policy, the Com- 
mittee as a whole agrees. In a depression there would 
probably be complete agreement; but it is precisely at 
such a time that monetary measures are lacking in effee- 
tiveness, because making funds available to people who 
do not want to spend them does not necessarily increase 
activity. Even in time of prosperity, there might be sub- 
stantial agreement if the situation represented a normal 
business boom. 

Where the issue becomes important is in precisely 
those situations where inflationary pressure appears not 
because of ordinary business developments but because of 
such special conditions as war or rearmament. In these 
conditions, the Government not only spends rapidly but 
requires private expenditures for getting its programs 
done. Then, if the Federal Reserve followed a truly inde- 
pendent policy of restriction, it would probably run 
counter to the objectives not only of the Treasury De- 
partment but of the Government as a whole. 

It is perhaps unfortunate that the Committee majority 
did not take up the issue of the effectiveness of monetary 
measures in a more explicit way. It set forth valid 
criticisms of selective credit controls, without pointing 
out that some of those criticisms apply also to general 
monetary measures. It conceded the theoretical validity 
of a “sufficiently vigorous policy,” without considering 
the practical feasibility of using measures so severe. 

What saves the Committee’s position is its insistence 
on action in accordance with the requirements of the 
situation, and not in accordance with any automatic indi- 
cator or fixed rule of thumb. It made definite progress i 
recognizing that Government action must be flexible and 
continuously adapted to current developments, and that 
coordination between monetary and other Government 
action is the only means of avoiding chaos. VLB 
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LLINOIS INDUSTRIES AND RESOURCES 


CANNING: A BILLION DOLLAR INDUSTRY 


The canning industry plays a dual role in American 
agriculture. It not only makes fruits and vegetables avail- 
able outside their growing seasons but also serves as a 
balance wheel in farm marketing, stabilizing prices for 
large amounts of perishable agricultural products. 

In 1947 the total value of product for the canning 
industry was $1.6 billion (exclusive of seafoods, meats, 
and milk), almost three times the total in 1939. The 2,250 
canning establishments listed by the 1947. Census of 
Manufactures bought and packed the production from 
1,850,000 acres of land planted in the 11 principal 
vegetables. In addition, there were many acres which 
supplied canneries with fruit. 

Most canning plants are small, operating in rural areas 
to enable the quick handling of crops as they are har- 
vested. Almost 40 percent of the plants in operation in 
1948 were located in towns of less than 1,000 people. 

In establishing plants, the industry looks for regions 
where the most favorable conditions for producing the 
raw product exist, and over the years canning operations 
have spread throughout the 48 states. The Middle West 
is the principal producing region for the canning of corn, 
peas, and tomatoes, the three major vegetable crops. 


Food Processing in Illinois 

The first vegetable canning plant in Illinois was estab- 
lished at Elgin in 1868. The industry soon appeared in 
other areas and by the 1880’s Hoopeston had become a 
thriving young canning center. Rochelle moved toward 
national importance in the field immediately after World 
War I; as a result, large-scale vegetable farming opera- 
tions were introduced in northern Illinois. 

The Illinois Canning Company at Hoopeston is the 
oldest continuously operating firm engaged in vegetable 
canning in the State. It is one of the industry’s foremost 
packers of canned corn, tomatoes, and tomato products. 

In 1947 the products of the 84 Illinois canning plants 
listed by the Census were valued at $131 million, a total 
exceeded only in New Jersey and California, Production 
was mainly in vegetables and specialty items; very little 
fruit is canned in the State. At least 110,000 acres were 
devoted to growing vegetables for food processing in 
Illinois last year. 

Illinois canning plants are noteworthy for their size. 
On the average, the output per canning plant is about 
four times that of plants in the neighboring states of 
Wisconsin and Indiana. 

There are two main canning areas in the State. 
Approximately half of the Illinois-canned corn and 90 
percent of the peas are raised and packed in a belt ex- 
tending from Sycamore to Freeport. The other main 
canning area has Hoopeston as its hub and accounts for 
the rest of the peas and most of the remaining corn pack. 
Nearly 10 percent of the nation’s canned sweet corn is 
produced within a 35-mile radius of Hoopeston. The same 
area accounts for about 40 percent of the Country Gentle- 
man variety canned each year. Illinois was second only to 


Minnesota in sweet corn canning in 1951 with nearly 20 
percent of total production. ' 

Tomato-growing for canning purposes occurs pri- 
marily in the area stretching from Lomax, near the 
Mississippi River, to Hoopeston, although substantial 
amounts of tomatoes are transported from this general 
vicinity to plants in Chicago, Belleville, and Collinsville 
for use in making products with a tomato base. 

Asparagus production occurs in the same areas as 
corn. Hoopeston is an important processor, while at 
Rochelle, a single plant packs almost 5 percent of the 
entire United States output of green asparagus. A can- 
ning plant at Streator was the first in the nation to pack 
this type of asparagus and today the State cans about 
15 percent of the national production. 

In addition to packing the major vegetable crops, 
Illinois ranked first in the 1951 production of canned 
pumpkin and squash with 25 percent of the total. Rela- 
tively minor quantities of lima beans and green beans are 
also canned in the State. 

Chicago is outstanding in meat canning with more 
than 20 firms packing meat and meat products. The 
Chicago area is also an important producer of evaporated 
milk, first introduced at Highland in 1885. However, the 
majority of the nearly 75 firms listed by the 1951 
Canners Directory as operating in the area produce spe- 
cialities such as fountain fruits and sirups, baby foods, 
jams and jellies, spaghetti products, and Chinese foods, 


Progress Through Mechanization 

The foundation of the modern canning industry was 
laid in 1809 when a Parisian candymaker discovered that 
foods could be preserved by sealing them in airtight bot- 
tles which were then immersed in boiling water. Not until 
50 years later when the bacteriological causes of food 
spoilage became known was there any scientific explana- 
tion of why the sterilization method worked. 

The new process was soon widely used in Europe, 
but canning on a large scale became a distinctly American 
industry. With the growing popularity of the tin “can,” 
plants appeared throughout the East during the 1840's. In 
order to supply the Union armies during the Civil War, 
output was increased by 600 percent. 

In the 1880’s many companies canned in summer and 
spent the winter making cans, which had to be hand-cut, 
hand-soldered, and hand-closed. Present day machine- 
formed cans were adopted about the time of World War 
I. After they are filled and the air is exhausted, the cans 
are sealed without the use of solder on double-seaming 
machines that turn out hundreds of cans a minute. The 
canning process is completed by sterilization and cooking 
in boiling water or pressure cookers. Preparation of the 
raw foods is also a highly mechanized procedure. 

Production of canned foods last year reached the 
highest figure in the history of the industry. In all, there 
are now well over 400 canned food items available to 
meet individual tastes and preferences. 
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RECENT ECONOMIC CHANGES 


Housing Starts Drop 

The number of nonfarm dwelling units started during 
June dropped to 106,000, a fraction below the May figure. 
Total starts for the first six months dropped to 567,500, 
3.8 percent below the first-half level of 1951. Between 
the first half of 1950 and the first half of 1951, the drop 
had been 16.4 percent. It appears, therefore, that the 
needs of the defense program for new nondwelling con- 
struction have leveled somewhat, and that declines in 
housing starts this year have been much less drastic than 
they were a year ago. 

The number of housing starts during June, July, and 
August is being watched with considerable interest. The 
1952 Defense Production Act provides that if seasonally 
adjusted figures fall below 100,000 units a month for 
three consecutive months, the required down payments on 
new homes must be reduced to 5 percent. The June total 
is expected to be short of the specified level after seasonal 
adjustment, and it is anticipated that starts during July 
and August will also be lower. However, housing starts 
during the latter months of the year will probably be 
higher than in the corresponding months of 1951. 


Employment Up Seasonally 

Employment in the nation rose sharply from May to 
June, as shown by the following Bureau of Census data 
(in thousands) : 


June May June 

1952 1952 1951 
Civilian labor force............ 64,390 62,778 63 ,783 
Employment.......... 62,572 61,176 61,803 
8,170 6,960 8,035 
Nonagricultural............. 54,402 54,216 53,768 
eee 1,818 1,602 1,980 


Total employment reached a new high for the month 
of Tune, rising more than 750,000 over the previous 
record set last year. Virtually all of the increase resulted 
from the larger number of workers on farms. Nonagri- 
cultural employment showed only a minor change. As 
usual, students hunting summer work filled most of the 
added jobs. Students who entered the labor force but 
failed to find work accounted for much of the rise in 
unemployment. 

Unemployment figures do not include the 650,000 steel 
workers on strike since the Census Bureau counts strik- 
ing workers as being employed. It does, however, include 
workers laid off among the unemployed. The secondary 
unemployment caused in steel-using industries by supply 
shortages had not yet appeared when the June survey 
was made, but July data are expected to show the effects 
of the steel stoppage. 


Record Exports 

Exports of United States merchandise climbed to a 
new high of $1,461 million during May, slightly above the 
previous peak reached during World War II (May, 1944). 
April exports totaled $1,334 million. In contrast, the value 
of imports fell nearly $100 million to $835 million. Con- 
sequently, the trade gap — the difference between exports 
and imports — widened sharply. 

Increased shipments under the Mutual Security Pro- 
gram accounted for much of the rise in exports. Such 
shipments rose nearly $80 million to $231 million — 
nearly one-sixth of total exports. The machinery and 
vehicles group showed the largest advance, from $478 
million to $553 million. 


The drop in imports chiefly reflected lower imports 
of such primary commodities as rubber, petroleum, wool, 
copper, and coffee. It has been pointed out that consump- 
tion of imported products has exceeded imports since the 
first of the year, so that substantial quantities of jm. 
ported commodities have been withdrawn from ware. 
houses to make up the deficit. 


Consumer Prices at High 

Consumers’ prices moved up again in the month ended 
June 15, to 189.6 percent of the 1935-39 average. At that 
level, prices were 0.5 percent above the previous peak of 
189.1 reached last December and January. The latest rise 
chiefly reflected higher prices for miscellaneous goods and 
services. Prices of other groups showed smaller changes, 

In the past six months, while the over-all index has 
remained fairly steady or risen slowly, only rents and 
prices of miscellaneous items have shown a steady, if 
slight, advance. As shown by the accompanying chart, 
prices of apparel and housefurnishings have dropped well 
below their 1951 highs. The most important cause of the 
weakness of apparel prices was the maintenance of pro- 
duction in the face of slackened consumer demand and 
the resultant supply surplus. Prices for housefurnishings 
moved lower for two reasons: lessened fears of durables 
shortages, and the cut in residential construction last year, 

For the future, further increases in the rent com- 
ponent of the index may be expected, since Federal rent 
controls expire September 30 in many more areas. The 
1952 Defense Production Act provides for rent control 
expiration on that date except in communities which take 
individual action and in localities which are classified as 
defense areas with critical housing shortages. 

‘Over the past year, changes in index components 
have been much smaller than during the previous 12- 
month period. The all-items index rose 2.4 percent during 
the year ended June 15. 


CONSUMERS’ PRICES 
1935 -'39 = 100 
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Source: Bureau of Labor Statistics. 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


Transistor Opens New Electronics Field 


The Electronic Department of the General Electric 
Company reports that a whole new electronics business 
is growing out of the development of the transistor, said 
to be a potential successor to the vacuum tube. Transistors 
are made of germanium, which is recovered as a by- 
product in the smelting and refining of zinc ores. Since 
they contain no heated element they never “burn out” 
and last indefinitely. The giant digital computers, or 
magic brains, which now use several thousand vacuum 
tubes and occupy a large-size room can conceivably 
become small enough to be applied to everyday business 
and industrial problems as are comptometers. Most of the 
telephone, industrial control, and business machine appli- 
cations can be filled by the transistor; it will become prac- 
tical to build amplifiers for use on transoceanic telephone 
cables. The simplicity and ruggedness of the transistor 
will have a direct effect also on military electronics, 
especially on airborne equipment. It will not, however, 
completely replace the vacuum tube, which will still be 
required for such purposes as the radio-frequency part of 
television sets and for the microwave applications of 
communications and military equipment. 


Steel-Coating Process 


A new dipping method designed for coating steel and 
other ferrous metals with aluminum was announced re- 
cently by the General Motors Research Laboratories 
(1775 Broadway, New York 19, N. Y.). The process, 
called “Aldip,” has two important applications. Since it 
is termed a corrosion- or rust-resistant coating for fer- 
rous metals it could, in some instances, replace zinc-coated 
metals. It has been found, also, that when diffused by heat 
treatment, Aldip becomes a heat-resistant material which 
could conserve several strategic alloys now used in high 
temperature applications. Although other methods are 
used for coating steel with aluminum by “hot dipping,” 
they have proved to be commercially impracticable or 
too costly for large-scale production. The General Motors 
process is described as simple to operate, practical, and 
relatively low cost for producing an aluminum base alloy 
coating over quality ferrous metal. It can also be utilized 
for coating sheet, wire, or rod stock. 


Treasury Bill Market 


“Treasury Bills Assume a New Role” is one of the 
topics discussed in the July, 1952, issue of Business Con- 
ditions, a review published by the Federal Reserve Bank 
of Chicago. In order to meet Government deficits - the 
Treasury has increasingly turned to the 91-day Treasury 
bill, called the “work horse of the new money program.” 
Between June, 1950, and June, 1952, increased regular bill 
offerings raised a net of nearly $4 billion, almost as 
much new money as was raised by the widely publicized 
23g percent bond offering. 

The bill market today is very different from what it 
Was at the end of World War II when the stabilization 
of interest rates pushed most of the growing volume of 
Treasury bills into the Federal Reserve Banks. Between 
1947 and 1949 the Treasury systematically reduced its 
Weekly bill issue, with the net redemption of over $5 
billion concentrated entirely in holdings of the Federal 
Reserve System, which had completely disposed of its 


bills by early this year. Some were acquired by commer- 
cial banks but the major new development (as shown by 
the chart) has been the heavy buying of bills by nonbank 
investors, primarily corporations which, are seeking 
temporary investment outlets and which are attracted to 
Treasury bills by rates which have steadily moved up- 
ward to a level now more than four times the fixed war- 
time figure. Growing demand has caused the Treasury to 
gradually increase bill offerings until the total outstanding 
stood at an all-time high of $18.4 billion in June. 


HOLDINGS OF TREASURY BILLS 


PERCENT OF TOTAL BILLS 
100 


NONBANK 
INVESTORS 
4 
COMMERCIAL 
60 
| FED. RES. 
BANKS 
40 40 
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FEB. 1946 FEB. 1952 


Source: Federal Reserve Bank of Chicago. 


Automatic Abrasives Production 


A new method of making coated abrasives with the 
help of radioisotopes and automation, the science of fully 
automatic controls, is now in operation at the coated 
products division plant of the Carborundum Company in 
Niagara Falls, N. Y. Modern precision grinding has led 
to demand by users for very close controls, Although the 
commonest form of coated abrasive is sandpaper, the 
commercial product comes in rolls, disks, belts, and pads 
with many variations in the abrasive material. Using a 
continuous-process set-up, technicians can control thick- 
ness and density of adhesive coating at levels of accuracy 
never before achieved. While the use of beta ray controls 
to assure uniform thickness of material is not new, the 
integration of such controls with automation is believed 
to represent a significant advance of interest for similar 
industrial applications. 


Lightweight Building Panel 


A special “honeycomb” type of construction technique 
has been made possible by the discovery of a new light- 
weight construction material with effective insulating 
and strength qualities. A four-inch thick panel of the 
material is said to have insulating qualities equal to a 
two-foot-thick masonry wall. The structural material, 
named Cyclecore, has been developed by the Chrysler 
Corporation, Detroit, Michigan, and is now available in 
commercial quantities. Primarily intended for interior 
building partitions, the panels are made by sandwiching 
honeycomb-shaped impregnated paper “filling” between 
sheets of metal, wood, plastic, or asbestos cement. The 
filler and so-called “skins” are permanently bonded by an 
adhesive. 


[5]. 


orts 
‘ool, 
the 
im- 
peri 
ded 
that ii 
Wat 
rise 
and 
BES. -------- Tele | 
vell 
the 
ngs 
bles 
par. 
ent 
The 
trol 
ake 
nts 
12- ‘i 
Hy 
i} 


STATE TAX SOURCES IN ILLINOIS 


H. K. ALLEN, Professor of Economics 


The salient features in the development of state tax 
systems in the United States during the present century 
and particularly since 1930 are the decline in the im- 
portance of the property tax, the greatly increased 
emphasis upon consumption taxes, the adoption of high- 
way-user taxes, and the levy of low-rate taxes on 
corporate and individual incomes. With the exception of 
income taxes, which are not levied in Illinois and twelve 
other states, the development in Illinois roughly parallels 
that of the other states. ~ 

For all 48 states combined, property taxes produced 
51.6 percent of total tax collections in 1903, but only 3.9 
percent of the total came from this source in 1951, as 
can be seen from the table. No general property tax levy 
for State purposes has been made in Illinois since 1932 
and only 0.1 percent of total State tax revenues was de- 
rived from property taxes during the year that ended 


STATE TAX REVENUES: 
(In thousands of dollars) 


1951* 


Sales Tax Largest Revenue Producer 


The major tax on consumption in Illinois and the 
State’s most important source of revenue is the retailerg 
occupation tax, popularly known as the “sales tax.” This 
tax, the rate of which is 2 percent of 98 percent of gross 
sales of tangible goods sold at retail (less certain excep. 
tions), produced $187,556,000 in 1951, or 44.7 percent of 
total State tax revenues. Collections from general sales 
or gross receipts taxes for all 48 states combined 
amounted to 22.5 percent of total tax revenues in 195}, 

The higher percentage of total tax collections derived 
from the sales tax in Illinois as compared with all 48 
states results to a considerable extent from the fact that 
approximately one-third of the states do not levy such a 
tax. It is true, nevertheless, that sales tax revenues in 
Illinois were exceeded in 1951 only in California and 

Michigan. The 3 percent rate of California pro- 
duced $401 million and the yield from the same 
rate in Michigan was $247 million. In five other 


states besides California and Michigan the rate 


48 States Illinois of the sales tax in 1951 was 3 percent; two states 
Type of Tax used a 1 percent rate; and the others levied a 
Per- Per- {2 

Originally adopted in Illinois in the early 
General sales or gross receipts. .|$2,001,254 | 22.5 |$187,556 | 44.7 thirties as a temporary measure to relieve the 
om property tax and to help finance increased ex- 

Motor vehicle fuels........ 1,710,1 19. 61, 14. i isi »SSi 
Motor vehicles and operators 840 , 308 9.4 45,770 | 10.9 
Other license and privilege....| 519'082 | 5.8 11,507 | 2.7 tax has apparently become 
Income: permanent feature of the State’s tax system. The 
804 ,876 sales tax is a lucrative source of revenue; it is 
convenient to pay; it has a relatively low cost 
Tobacco products............| 429969 | 4.8 | 277828 | 6.6 of administration; and it is a comparatively 

Insurance... 254,001 2.8 16,121 3.8 stable source of revenue. 

_ The chief objection to the sales tax is that it 
and 12900 0.1 "481 01 is regressive in effect; that is, its impact is more 
345/981 | 3.9 297 | 0.1 burdensome upon families, especially large 
Death and gift.......... ihe 195 ,616 2.2 8,618 2.1 families, in the low income groups than it is 
upon those in the high income brackets. Several 
ae $8,934,449 |100.0 ($419,249 (100.0 of the sales tax by exempting food from the 


Source: U.S. Bureau of the Census. 
* Excludes unemployment compensation taxes. 


June 30, 1951. The small amount collected in 1951 came 
from collection of delinquent taxes on levies for 1932 and 
earlier years, and from a tax on the personal property 
of private car-line companies which was adopted in 1943. 
Although the general property tax has been abandoned 
for State purposes in Illinois, this tax is still the major 
source of revenue for the State’s 8,000 local governmental 
units. Property tax levies of the local units in 1950 
amounted to approximately $566 million — substantially 
more than was produced by all States taxes. Abandon- 
ment of the property tax by the State government in 
Illinois is to be commended. This development has given 
the local units greater flexibility in meeting their needs 
for increased revenues. Unfortunately, gross inequalities 
exist in the distribution of the property tax burden among 
various classes of property. The proposed amendment to 
the Revenue Article of the Illinois Constitution, which 
will be submitted to the voters next November, has for 
one of its purposes the alleviation of this condition. 


— levy. Legislation to exempt food from the sales 
tax was proposed in Illinois in the middle forties, 
but the plan was abandoned when it became 
known that such exemption would probably be 

unconstitutional. Whether or not adoption of the proposed 

constitutional amendment previously mentioned would 
render exemption possible is not clear. 

In any event, the case for exemption rests essentially 
upon availability of nonregressive types of taxes which 
can be used to recoup the revenue now derived from food 
sales. A progressive individual income tax is the type of 
levy indicated, but such a tax has been held unconstitu- 
tional in Illinois. Aside from the legal problem, such 4 
change may weil be precluded by the highly progressive 
rates of the Federal income tax. 

Many millions of dollars in revenue are lost every 
year in Illinois because numerous occupations which i- 
volve the transfer of tangible personal property for use 
or consumption have been exempted from the sales tax 
by court decisions and rules of the Department of 
Revenue. Among the major categories exempted are com 
struction contractors, repair services, and sellers of goods 
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made on special order. An attempt was made in 1949 to 
jug up these loopholes by means of appropriate occupa- 
ion taxes but the bills failed of adoption. Elimination of 
exempted categories and application of occupation taxes 
(with the same rate as the sales tax) to most service 
trades and professions would render possible a reduction 
in the rate of the tax without a decline in yield. 


Other Taxes on Consumption 

The highway-user category includes taxes on motor 
vehicle fuels and license fees on motor vehicles and 
operators. For all states combined, the former accounted 
for 19.2 percent of total revenues and the latter produced 
94 percent of the total. In Illinois, 14.7 percent of total 
revenues came from the motor fuel tax and 10.9 percent 
from licenses on motor vehicles and operators. 

The relatively lower yield of the motor fuel tax in 
llinois arises from the fact that the 3-cent rate, effective 
during the year which ended June 30, 1951, was lower 
than the rate in most other states. The rate in Illinois 
was increased to 4 cents during the second half of 1951, 
and a further increase of 1 cent is scheduled for January, 
1953. With these increases it seems probable that the 
yield of the motor fuel tax in Illinois will be brought 
fully abreast of the nation-wide average. 

Substantial increases in truck license fees became 
effective in Illinois this year. A vigorous effort will be 
made by the truck owners to reduce these fees when the 
General Assembly meets in 1953. With allowance for 
some reduction in existing fees, it appears that revenues 
from this source in Illinois will be higher than the aver- 
age for the country as a whole for at least the next 
few years. 

In addition to the high Federal taxes on liquors and 
tobacco, these commodities have also been singled out 
for heavy taxation by the states. State excises on alcoholic 
beverages yielded 5.2 percent of total state tax revenues 
in 1951, and receipts from tobacco taxes, primarily on 
cigarettes, accounted for 4.8 percent of total receipts. 
The comparable figures for Illinois were 6.2 percent and 
66 percent, respectively, or slightly higher than the 
nation-wide averages. The tax on tobacco products in 
Illinois is limited to the cigarette tax, the rate of which 
is3cents a pack. The rates of the State taxes on alcoholic 
beverages in Illinois are as follows: beer —4 cents a 
gallon; alcohol and spirits — $1.00 a gallon; and wine — 
i or 40 cents a gallon, depending on its alcoholic 
content. 

High taxes on liquors and tobacco have been defended 
asa means of controlling consumption, but their effec- 
veness in this respect is questionable. Excessively high 
taxes on these commodities, particularly alcoholic bever- 
ages, encourages illicit traffic. In view of the widespread 
we of beer and cigarettes by low income groups, it is 
doubtful whether the taxes on these commodities are 
substantially less regressive than the general sales tax. 
The latter, however, has many advantages over the 
former. 

Revenues from pari-mutue!l taxes consist of receipts 
from levies on wagering at horse-racing tracks. This sys- 
tem has been in operation in Illinois since 1927. Several 
states levy general taxes on admissions to amusement 
laces, but the only tax of this type used in Illinois is 
the 20-cent tax on admissions to horse-racing tracks. Bet- 
img on horse racing at points away from the track is not 
legal in Illinois. 

Taxes on public utilities produced 2.2 percent of total 
State tax collections in 1951, whereas this source ac- 


counted for 6.6 percent of total revenues in Illinois, Gross 
receipts of electric, gas, telephone, and telegraph com- 
panies in Illinois are subject to a rate of 3 percent. These 
companies, by a court decision, are not subject to the 
sales tax. Hence the taxes are looked upon as comple- 
ments of the sales tax. 


Miscellaneous Taxes and Proposed Changes 

The other categories of taxes listed in the table are 
of minor importance both in Illinois and for the country 
as a whole. Revenues from other licenses and privileges 
include all receipts from these sources expect motor 
vehicle and operators’ licenses which are included in the 
highway-user category. Revenues from other licenses 
and privileges in Illinois consist primarily of receipts 
from various types of business and professional licenses. 
Revenues from insurance companies in Illinois came 
mainly from a 2 percent tax upon gross premiums cover- 
ing risks within the State. 

The Illinois inheritance tax produced 2.1 percent of 
total State tax collections in 1951— about the same as 
the country-wide average of 2.2 percent. Administration 
of this tax in Illinois is excessively decentralized and 
diffused, and several changes of a technical nature are 
desirable. 

As previously mentioned, the income tax is not a 
feature of the Illinois state tax system. Approximately 
three-fourths of the states employ some type of income 
tax. The individual income tax produced 9.0 percent of 
total state tax revenues, and the corporation income tax 
accounted for 7.7 percent of total collections in 1951. 

In 1932 the Illinois General Assembly adopted a gradu- 
ated personal income tax, but it was declared unconstitu- 
tional by the Supreme Court on the ground that it 
contravened the uniformity requirement of the Constitu- 
tion. The proposed amendment to the Revenue Article 
which will be voted upon in November contains, among 
other provisions, a specific prohibition of a progressive 
personal income tax. In view of the legal obstacles and 
the highly progressive rates of the Federal tax, it is un- 
likely that a graduated personal income tax will be 
adopted in Illinois in the near future. 

A franchise tax on corporations, measured by net in- 
come, would probably be constitutional in Illinois. A bill 
which provided for a 1 percent levy of this type on non- 
banking business corporations and a companion bill 
applicable to banks were considered by the General As- 
sembly in 1949, but both measures failed of adoption. 
These proposed taxes were intended to serve as sub- 
stitutes for the grossly inequitable current levies on 
capital stock (corporate excess) and bank shares. 

Severance taxes consist of levies on the extraction of 
natural resources. It will be noted that Illinois has no 
taxes of this type. A strong case can be made for the 
substitution of severance taxes on mining and other ex- 
tractive industries for the existing poorly administered 
property taxes on these companies. 

The most urgent changes needed in the Illinois tax 
system are to eliminate most of the exempted categories 
of the sales tax; to substitute a low-rate corporation 
income tax for existing property taxes on capital stock 
(corporate excess) and bank shares; to levy severance 
taxes on the extractive industries in place of prevailing 
taxes on properties of these industries; and to improve 
the administration of all taxes, particularly the inherit- 
ance tax. At the local level an urgent need exists for 
improvement in the administration of the property tax. 
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